ABSTRACT.
Condition
(12) implies that either the supply curve must slope down (c < 0) or the demand curve must slope up (d < 0). Examples of both kinds can be found in the literature although for the purposes of this section I will assume that this condition holds, and I will not go further into a model that might deliver this result. 
Solving the Model
The rational expectations solution to this class of models is found by solving the equation, Yt = (Ai+A2)Yt+i+A3Vt+i.
The Determinate Case
It is well known that the solution is locally unique whenever the number of roots of (A\ + A2) inside the unit circle equals the number of non predeter mined variables. In this case, the solution is found by first computing:
where Q~l is the inverse of the matrix of left eigenvectors of (A\ + A2). 
A Series of Examples
This section illustrates how one would use generalized adaptive expecta tions to select an equilibrium in a series of examples. We begin with the micro market model from Section 3. This example has one dimensional dynamics and it provides an introduction to the method that can be easily compared with the use of the standard adaptive expectations approach. 
The Micro Market Example
xf = -dpt.
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The model can be written in the form of Equation (16) 
